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E.O.l 1652: N/A 
TAGS: ENRG, EFIN, EEC 

SUBJECT: ENERGY: EC COMMISSION CONSIDERATIN OF ECONOMIC 
IMPACT OF ENERGY SITUATION 

REF: A. EC BRUSSELS 0201 B. STATE 2951 

1. SUMMARY: THE EC COMMISSION IS STILL WORKING ON A PRELIMINARY 
ASSESSMENT OF THE ECONOMIC CONSEQUENCES FOR THE 
COMMUNITY OF THE ENERGY SITUATION (SOME INITIAL CONCLUSIONS 
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AND DATA WERE TRANSMITTED IN REF A.) A REPORT IS EXPECTED 
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TO BE TRANSMITTED TO THE EC COUNCIL ON JANUARY 31. 
COMMISSION CONTACTS TELL US THE REPORT 
WILL PROVIDE A GENERAL ASSESSMENTOF THE PROBLEM 
AND REFRAIN FROM MAKING SPECIFIC DEMAND MANAGEMENT 
POLICY RECOMMENDATIONS IN VIEW OF THE STILL VERY UNCERTAIN 
IMPACT OF HIGHER OIL PRICES ON PRODUCTION AND 
EMPLOYMENT IN THE COMMUNITY. END SUMMARY. 

2. THE COMMISSION PLANS TO HAVE AN INTIAL DISCUSSION 
ON JANUARY 23 OF A DRAFT REPORT ON THE 

ECONOMIC CONSEQUENCES OF THE ENERGY SITUATION. FINAL 
APPROVAL BY THE COMMISSION IS PLANNED FOR JANUARY 30 
WITH SUBMISSION TO THE EC COUNCIL ON JANUARY 31. 

THIS TIMING IS IN ACCORDANCE WITH THAT ESTABLISHED 
AT THE EC SUMMIT IN COPENHAGEN. 

3. WE UNDERSTAND FROM COMMISSION OFFICIALS THAT THE 
REPORT IS UNDERGOING CONTINUOUS REVISION TO TAKE INTO 
ACCOUNT RECENT DEVELOPMENTS . FOR EXAMPLE, THE REPORT 
IS NOW EXPECTED TO DEAL LESS WITH THE SUPPLY PROBLEM, 

THE OUTLOOK FOR WHICH IS ASSUMED TO HAVE IMPROVED IN 
RECENT WEEKS, THAN ON THE EFFECT OF HIGHER OIL PRICES 
ON THE BALANCE OF PAYMENTS AND DOMENSTIC PRICE LEVEL. 
THERE MAY BE SOME MENTION OF PRICE AND INCOMES 
POLICIES TO COUNTER THE DIRECT IMPACT OF HIGHER 
ENERGY COSTS. BUT THE DIFFICULTIES OF ASSESSING 

AT THIS TIME EVENTUAL SECONDARY EFFECTS ON PRODUCTION 
AND EMPLOYMENT ARE SUCH THAT THE COMMISSION WILL 
PROBABLY ADOPT A CAUTIOUS STANCE IN ITS REPORT AND 
AVOID PRESCRIBING SPECIFIC DEMAND MANAGEMENT 
POLICIES. RATHER, SUCH RECOMMENDATIONS WILL BE 
DELAYED UNTIL MARCH, WHEN THE EC FINANCE MINISTERS 
WILL MEET IN ONE OF THEIR SCHEDULED QUARTERLY SESSIONS 
TO DISCUSS THE ECONOMIC SITUATION OF THE COMMUNITY 
AND ESTABLISH POLICY GUIDELINES FOR MEMBER STATES. 

4. SOME OF OUR CONTACTS PLAY DOWN THE IMPORTANCE OF 
THE REPORT AND TELL US IT SHOULD BE VIEWED SIMPLY 

AS AN ATTEMPT TO EXPOSE THE NATURE AND SCOPE OF THE 
PROBLEMS THE COMMUNITY WILL FACE IN THE COMING MONTHS, 
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WITH INCLUSION OF SOME SPECIFIC QUATITIATIVE ESTIMATES 
AS SUGGESTED IN REF A. THESE SOURCES POINT OUT THAT 
THE MORE IMMEDIATE FINANCIAL PROBLEM OF DEALING WITH 
THE RAPID INCREASE IN OPEC COUNTRY RESERVES - IN- 
CLUDING SUCH NOTIONS AS A BAN ON NATIONAL MEASURES TO 
CORRECT EXTERNAL PAYMENTS IMBALANCES - 
ARE WORLDWIDE IN SCOPE AND CAN BE MORE FRUITFULLY 
DISCUSSED IN THE OECD AND THE COMMITTEE OF 20. GREENWALD 
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